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(d) Sinking funds

Transition rules.

Deferred payment
transactions
(p. 74)

(a) Time for inclu-
sion or deletion of
deferred interest.

requirement to discount
(by 2 percent per year)
deductions for the current
cost of future site
closing expense.

(d) House recedes with 2
amendments:

1. Amounts deducted for
site reclamation and site
closing costs are deemed
to earn interest at 110
percent of the current
applicable short-term
Federal rate.

2. The sinking fund
balance is limited to the
current cost of: (i)
reclaiming disturbed,
unreclaimed land (in the
case of reclamation
costs), (ii) closing the
mined portion of the site
on a units of production
basis (in the case of mine
closing costs), and (iii)
closing the utilized
portion of the site on a
units of capacity basis
(in the case of waste
disposal site closing
costs). Any amount in
excess of this limit at
the end of each tax year
is recaptured.

(e) House recedes.

Effective date.--Same.

House recedes with an
amendment exempting loans
of $10,000 or less between
natural persons and
provides that, for
deferred payment
transactions entered into
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(b) Measurement of
interest and principal

Deferred payments for
use of property or
services (p. 76)

after the date of
conference action and
before Janauvary 1, 1985,
interest may be deducted
only as it economically
accrues.

Effective date--Same.

House recedes.

Effective date.--House

recedes.

House recedes with an
amendment requiring both
lessor and lessee to
account for rent on

the accrual method based
on the amount allocable to
each year under the terms
of the lease. When no
annual rent is stated in
the lease, level rents
will be assumed. In
addition, in the case of
sale-leasebacks and
long-term leases where the
rent is stepped for tax
avoidance purposes, both
the lessor and lessee must
account for rent on a
level amount basis. Rents
which increase pursuant to
the following terms would
not be tax motivated--

(1) percentage rents

(2) 1increases in CPI

(3) reasonable rent
holidays

(4) 1increases in amounts
paid to third parties

(S) rents which fluctuate
by less than 10% above or
below the average rent.

Finally, in the case of
the sale of property
subject to a long-term
lease or a sale leaseback,
any gain on the sale would
be treated as ordinary
income to the extent of
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Capitalization of
construction period
interest and taxes

(p.

78)

the excess of the
remaining rents under the
lease over what would be
level rents.

Effective date.--Leases
entered into after the
date of conference action
except for--

(1) leases entered into
pursuant to binding
agreements on that date
and

(2) leases covered under
the transitional rules of
the Senate bill

House recedes.

Effective date.--Same.







